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Members in

Government
May 2003

GASB Publishes Statement on Deposit
and Investment Risk Disclosures
A M E R I C A N I N S T I T U T E O F C E R T I F I E D P U B L I C A C C O U N TA N T S
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In an effort to provide the public with better
information about the risks that could potentially affect a government’s ability to provide
services and pay its debts, the Governmental
Accounting Standards Board has published
Statement No. 40, Deposit and Investment
Risk Disclosures, an amendment of GASB
Statement No. 3. The Statement
amends GASB Statement No. 3,
Deposits with Financial Institutions,
Investments (including Repurchase
Agreements), and Reverse Repurchase
Agreements, and addresses additional
risks to which governments are exposed.
According to GASB Project Manager
Randal J. Finden, “All deposits and investments can be exposed to risk. Under the
GASB standard, we looked at the most common risks, that is, the risks that have been the
cause of depository and investment losses in
the past. This statement requires disclosures to
communicate those risks in what we believe is
an easily understandable manner.”
The new accounting guidance requires
that state and local governments communicate
key information about deposit and investment
risks, frequently one of the largest assets on a
government’s balance sheet. Under Statement

GASB Proposed Technical
Bulletin on Derivatives
In an effort to improve disclosures about the
risks associated with derivative contracts, the
Governmental Accounting Standards Board
has released for public comment accounting
guidance that would provide more consistent
reporting by state and local governments. The
proposed Technical Bulletin, Disclosure
Requirements for Derivatives Not Presented
at Fair Value on the Statement of Net Assets,
is designed to increase the public’s under-

No. 40, state and local governments are
required to disclose information covering four
principal areas:
• Investment credit risk disclosures, including credit quality information issued by rating agencies;
• Interest rate disclosures that include investment maturity information, such as
weighted average maturities or specification identification of the securities;
• Interest rate sensitivity for investments that are highly sensitive to
changes in interest rates (example:
inverse floaters, enhanced variable-rate
investments and certain asset-backed securities); and
• Foreign exchange exposures that would
indicate the foreign investment’s denomination.
The provisions of Statement No. 40 are
effective for financial statements for periods
beginning after June 15, 2004. Earlier application is encouraged.
Statement No. 40 (Product Code No.
GS40) can be ordered through the GASB’s
order department or online.
800/748–0659

www.gasb.org

standing of the significance of derivatives to a
government’s net assets, and would provide
key information about the potential effects on
future cash flows.
While state and local governments use a
vast array of increasingly complex derivative
instruments to manage debt and investments,
they also may be assuming significant risks.
Governments must communicate those risks
to financial statement users, and the proposed
Technical Bulletin would help clarify existing
accounting guidance so that more consistent
continued on page F2
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continued from page F1—GASB Technical Bulletin
disclosures can be made across all governments.
In commenting on why the GASB believes this issue is so
important, GASB Project Manager, Randal J. Finden, remarked,
“The market for derivative instruments has recently exploded for
state and local governments as current financing needs have
changed in connection with a more constrained budgetary environment. Some derivative contracts may pose substantial risks, and we
want to help governments better disclose those risks in their financial statements.”
Governments would be required to disclose the derivative’s

Proposed FASAB Technical
Bulletin Covers Department of
Homeland Security Issues
The Federal Accounting Standards
Advisory Board recently issued a proposed
technical bulletin to address questions
related to the creation of the Department of
Homeland Security (DHS) and other transfers of operations between federal entities
in light of the Homeland Security Act of
2002. If adopted, the technical bulletin

objective, its terms, fair value and risks. The proposed accounting
guidance would require governments to disclose in their financial
statements credit risk, interest rate risk, basis risk, termination risk,
rollover risk and market access risk.
This Technical Bulletin would be effective for periods ending
after June 15, 2003. The proposed Technical Bulletin is available
from the GASB’s Web site. Comments on the proposed documents
may be made through May 16, 2003.
www.gasb.org

would have the following effect, according
to FASAB:
• “Legacy and transferred entities would
segregate the net costs of continuing and
transferred operations, and recognize a
transfer-out for assets and liabilities
transferred. Segregation of the net cost
would be required for both current and
prior period net cost. (Transferred entities preparing audited financial statements would segregate exchange revenue, gross cost and net cost associated

Financial Report of the U.S. Government
Released
The Department of the Treasury and the Office of Management and
Budget (OMB) have released the fiscal year 2002 Financial Report
of the United States Government. The report provides a comprehensive picture of the government’s finances in accordance with generally accepted accounting principles and discloses the full extent of
the assets, liabilities, costs and commitments of the executive
branch and parts of the legislative and judicial branches.
For FY 2002, the U.S. government reported an accrual-based
net operating cost of $365 billion. “When this is compared to the
$158 billion budget deficit, based generally on the cash and obligation basis for this year’s results, the principal difference is the
accrual recognition of veterans’ benefit costs,” the agencies said.
The report covers the deposition of more than $1.9 trillion in revenues and $2.3 trillion in operating costs, as well as extensive stewardship responsibilities and social insurance commitments, such as
Social Security, Medicare, and liabilities, including civilian and
military pensions and benefits.
“This annual report represents the government’s efforts to present an improved and more complete snapshot of the government’s
financial position,” said Treasury Secretary John W. Snow. “I am
particularly pleased to see that many agencies, including the
Treasury Department, are streamlining procedures to ensure a more
efficient submission of year-end information.”
In auditing the report, the General Accounting Office was
unable to express an opinion on the reliability of this year’s financial statements, principally because of “significant financial man-

with any components of the entity that
(a) were not transferred from the legacy
entity or (b) subsequent to the creation
of DHS were no longer included in the
transferred entity’s operations.)
• Department of Homeland Security and
other receiving entities would recognize
assets and liabilities received at book
value and recognize a ‘transfer-in.’
Financial statements based on the transfers and actual operations subsequent to
the transfer would be presented.”

agement weaknesses” at the Department of Defense, the agencies
said. However, they added that this department “has been aggressive in improving financial management and has made real progress
in streamlining and consolidating financial management systems.”
Another problem noted was incomplete intragovernmental
eliminations among government entities. Examples of these transactions are sales of services, such as rent, telecommunications and
computer networks. Steps that the Treasury and OMB say they have
taken to address this issue include new intragovernmental business
rules for standardizing inter-agency transactions, which the agencies say will help correct this situation in future years.
The report can be found at:
www.fms.treas.gov/fr/index.html

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter supplements encourage readers to share information and experiences through bylined articles on subjects of
interest to your fellow practitioners. Moreover, if the topic fits
our editorial calendar and your article is featured, you may
claim continuing professional education credits for the time
you spent preparing the article (in accordance with the Joint
AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1, 2002). The first
step is to submit article topics for approval to:
moraglio@mindspring.com

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio, supplement editor
Ellen J. Goldstein, CPA Letter editor
703/281–2037; e-mail: moraglio@mindspring.com
212/596–6112; egoldstein@aicpa.org
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Mentoring: It’s Well Worth the
“PRICE”
By John Wysocki, CPA
“People are this company’s most important assets.” This popular
declaration has been made by many CEOs and has appeared in
countless annual reports for many years. However, increasing
attention is being given to maintaining these assets to ensure that
they will continue to provide years of quality service. One of the
most worthwhile investments in people is a mentoring program.
A formal mentoring program involves the assignment of more
experienced staff (mentors) to less experienced staff (mentorees)
to serve as confidants and coaches.
What is the price of an effective mentoring program? I
believe there are five requirements necessary for a mentoring
relationship to be truly effective. They are:
• Patience.
• Relationship.
• Introspection.
• Co-learning.
• Execution.

Patience: You Can’t Be a One-Minute Mentor
Author Stephen Covey in his best-selling book The Seven Habits
of Highly Effective People notes that you can think in terms of
efficiency when dealing with time and things but not when dealing with people. Patience is critical when working with people.
This point became clear during a recent meeting with my
mentor to discuss a particularly troubling matter. After discussing
the situation for quite a while, I began to doubt whether he could
help me to resolve my situation. Then a turning point came. My
mentor made a comment that, for the first time during our discussion, made me feel he understood my viewpoint. He then suggested a solution. Suddenly, I felt as if the matter was resolved.
If he had made that comment an hour sooner it would have
saved a lot of time. That would have been much more efficient,
right? Wrong! What my mentor said was effective because of the
patience he showed in engaging in a lengthy discussion of the
matter. The same suggestion made before the time was right
would not have had the same impact. It was only after I came to
believe that my mentor fully understood my point of view that I
was receptive to his suggestion.
Mentoring cannot be done on the run or in between phone
calls. In addition, what is often more effective than suggestions
by the mentor is coaching and questioning that leads the mentoree to his or her own solutions. This takes even more time.
Patience is critical in a mentoring situation and leads to the
development of the second requirement—a relationship.

Relationship: Show an Interest
Years ago I developed a friendship with someone who, I realized
later, was actually my mentor. Dave was not assigned to be my
mentor, nor did I seek him as one. And while we haven’t spoken
in several years, Dave’s influence continues.
What made Dave so effective as a mentor was the initial

commitment he made to building a relationship before attempting
to be a mentor. We had only worked together for a few days
when the outgoing Dave initiated the first of many conversations
with me, an introvert by nature.
What quickly impressed me was Dave’s genuine interest in
me as a person. This was demonstrated by a seemingly minor act
of kindness that had a huge impact on me. The first time I walked
into my office and saw the Diet Coke that Dave had bought for
me on my desk, it was a pleasant surprise. But it was more than
that. The fact that Dave knew what kind of soft drink I enjoyed
after knowing me for only a few days sent a clear message. He
was willing to invest the effort to get to know me.
Think back a moment. Who has had the greatest positive
influence on your life? Was it someone who was trying to mold
you in their image? Someone whose primary aim was to change
you to serve the best interest of the organization? Or someone
who cared personally about you, understood your goals and
wanted to help you achieve them? The better the relationship that
someone has with you, the more likely that person is to have
influence over you. And remember, the goal of an effective mentor is to influence you in a positive manner.

Introspection: Something to Think About
What happens before and after a mentoring session can be more
important than what happens during the session. Both parties
should prepare beforehand if it is to be effective. The mentoree
should review previously established goals, progress towards
achieving them and any difficulties encountered. The mentor
might come up with questions to stimulate discussion. Both parties could review notes from previous sessions. This will help
ensure that the meeting itself is focused and productive.
At more advanced stages of a mentoring relationship, after
both parties have built a high level of trust and are comfortable
discussing almost any topic, deeper issues can be explored.
Questions such as, “What do I want to be remembered for?” or
“What is most important to me?” can be excellent topics for discussion, but only after private reflection before the meetings.
After the session both parties should reflect on what
occurred. For most people, there is direct correlation between the
time spent in thought about the mentoring session and the benefit
derived. My reflections after a mentoring session inspired me to
write this article. While thinking about the solution to my problem, I realized that it could be applied to other situations and
could help other members of my team as well. Without preparation and follow up, even the best mentoring meeting is not as
valuable as it could be.

Co-learning: When the Teacher Becomes the Student
A conceited person makes a poor mentor. Good mentors realize
they do not have all the answers and don’t pretend to. They see
the mentoring relationship as an opportunity not only to teach
and guide but to learn as well.
Having the answers is not an important trait of a mentor and
can even be detrimental. Often the best thing a mentor can do is
listen, ask questions and allow the mentoree to discover his or
her own solutions. As part of this process, issues may be raised
continued on page F4
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continued from page F3—Mentoring
that the mentor has also struggled with. Alternatively, the mentor
may find himself in a discussion about an issue that he never
thought about but that applies to him as well.
Together, both may come to conclusions that neither could
have reached on their own. In a way, both parties become mentors to each other. However, this cannot happen when either person is focused on the mentor’s superior rank or experience. Both
must be on an equal footing for “co-learning” to occur.

Execution: The Results
If there is no plan to execute and no direction established, then
mentoring becomes nothing more than idle chit chat. There needn’t be a specific list of goals or strategies produced at every mentoring meeting. As we know, patience is a key requirement. It
may take several meetings for the parties to become comfortable
with each other and for the mentor to understand the mentoree’s
perspective. However, eventually some type of action plan should
result.
Whether it is an overall plan to advance the mentoree in his
career or a list of specific steps to deal with a particular problem,
the mentoring relationship should ultimately lead to a set of
actions for the mentoree. But, development of this plan should

Resources and CPE Products on Fraud
Prevention and Detection
• SAS No. 99: Consideration of Fraud in a
Financial Statement Audit (No. 060701CPA05).
Price: $15 member/$18.75 non-member.
• Fraud Detection in a GAAS Audit—SAS No. 99
Implementation Guide (No. 006613CPA05) provides detailed
information, examples and best practices for implementing SAS
No. 99. Price: $68.80 member/$86 non-member.
• Fraud and the Financial Statement Audit: Auditor
Responsibilities Under New SAS (No. 731810CPA05, text; No.
181810CPA05, videocourse). Recognize how the new fraud
standard differs from the prior standard and the effect on your
audit experience. Prerequisite: None. Estimated CPE Credit: 8,
text; 9, videocourse. Level: Intermediate. Format: Text or 120min VHS tape/manual. Price: $119.20 member/$149 non-member, text; $148.80/$186, videocourse. Also available in new
DVD format (No. 181820CPA05). Recommended CPE Credit:
9; Format: 135-min. DVD/Manual. Price: $149 member,
$186.25 non-member.
• Fraud and the CPA (No. 731730HSCPA05). This interactive
self-study course from the AICPA and the Association of
Certified Fraud Examiners will help CPAs deepen their fraud
knowledge, enhance professional skepticism and improve decision processes. Prerequisite: None. Estimated CPE Credit: 8.
Level: Basic. Format: CD-ROM. Special introductory price:
$98.60 member/$123.25 non-member.
• AICPA reSOURCE: Accounting and Auditing Literature—
ORS (No. ORS-XX). Available only through full subscription.
Price: $395 member/$1,195 non-member.
• The CPA’s Handbook of Fraud and Commercial Crime
Prevention (No. 056504CPA05) is designed to help CPAs man-

not mark the end of the mentoring relationship. Rather, a mentoring relationship can be valuable in providing feedback on the
execution of the plan, guidance and advice when difficulties
result, encouragement when the plan seems unworkable and
opportunities for celebration when success occurs.

Putting It All Together
Having the patience to develop a strong relationship and spending time on introspective thought can lead to an environment in
which co-learning takes place. The result is a plan of action that
can be effectively executed as part of the mentoring process.
While the price of implementing an effective mentoring program
can be large, the rewards for both the mentoree and mentor are
far greater.

John J. Wysocki, CPA, MBA, is a manager with the firm FPT&W,
Ltd., Oak Brook, Ill., whose specialty is providing audit and consulting services to government, not-for-profit and small to midsize business clients. He also has experience as a bank controller,
internal auditor and director of an operations department of a
major pension fund. He may be reached at jwysocki@fptw.com.

age the risk of fraud. Price: $180 member/$225 nonmember.
•
How Fraud Hurts You and Your Organization
is a free one-hour corporate governance training program developed by the AICPA and the Association of
Certified Fraud Examiners. View the program from
www.aicpa.org/antifraud. Or, order the program on CD-ROM
from the Member Satisfaction Center (No. 056513HSCPA05; $8
shipping & handling fee applies).
To order any of these products:
888/777–7077
www.cpa2biz.com
memsat@aicpa.org
• The AICPA Antifraud and Corporate Responsibility
Resource Center is an online resource devoted to the prevention, detection and investigation of fraud. Visit:
www.aicpa.org/antifraud
• Management Antifraud Programs and Controls: Guidance
to Help Prevent, Deter and Detect Fraud. This set of recommendations, developed by seven professional associations to
help boards of directors, audit committees and management prevent and root out fraud, can be accessed at:
www.aicpa.org/antifraud/management/

